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NEW CORPORATE IDENTIFICATION PROGRAM UNDERWAY 


From stationery to service stations, and from transport trucks to 
storage tanks, the entire Husky organization is undergoing 
changes in its identity designs. Started about a year ago, the 
updating of the company’s visual image is underway with new 
paint jobs, new signs and new designs for outlets. 


The new program provides an updated Husky look but retains 
such fundamental elements as the Husky dog and the ellipsoid 
surrounding the company name. 


The new basic logo consists of white letters on a blue 
background and presents a different style in the lettering. The 
Husky dog will be used in various applications, including the 
new service station designs, and will be orange on a white 
background. In addition to the traditional Husky colors of 
orange, blue and white, a tan shade will be used on vehicles. 


This report shows elements of the new corporate identification 
program as it is being phased into Husky's operations. 


ANNUAL MEETING 


The Annual General Meeting of Shareholders of Husky Oil Ltd. 
will be held in the Calgary Convention Center, Calgary, Alberta, 
on April 13, 1977. Formal notice of this meeting and proxy 
material are enclosed. 


FORM 10-K 


Copies of the Company's 1976 annual report on Form 10-K filed 
with the United States Securities and Exchange Commission, 
including financial statements and exhibits, will be provided 
without charge to shareholders who send written requests to 
the Office of the Secretary of the Company at Husky Oil Ltd., 
815 - 6TH STREET S.W., CALGARY, ALBERTA, CANADA T2P 1YI. 


Net Earnings Per Share* In Dollars 
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Highlights of Operations 

Financial thousands of dollars 

1976 1975 

Sales and operating revenues $522,357 $454,391 
Working capital provided by operations 73,953 78,016 
Net earnings 30,025 36,018 
Net earnings per 

common share (in dollars) 3.02 3.64 
Capital expenditures 99,407 68,131 
Working capital at end of year 49,248 39,746 
Long-term debt at end of year 142,543 100,473 
Operations 0 1.0 MO 3.0 4.0 


“Earnings from operations including extraordinary items 


Gross crude oil and gas liquids Net Earnings Jn Millions of Dollars (8 


production (barrels daily) 44,726 51,782 Working Capital from Operations mm 
Net crude oil and gas liquids _ 
production (barrels daily) 37,301 43,949 1967 
Gross natural gas production (MCF per day) 73,828 74,511 1968 
Net natural gas production (MCF per day) 55,618 58,994 j 
Refinery runs (barrels daily) 55,719 56,220 1969 
Refined product sales (barrels daily) 64,895 60,541 ae 
Number of sales outlets 1,201 A115 170) 
1971 fe 
1972 
1973 | 
2 g 1974 
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Natural Gas Discovery in Gulf of Mexico 4 ; . ‘a 
Capital Expenditures In Millions of Dollars 
Nevada Oil Discovery — Railroad Valley Area 5 
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12 Billion Barrels of Oil in Place Identified in 
Lloydminster Region 10 
Natural Gas Discoveries in Utah and South-Eastern 
New Mexico 5 
Canadian Refining and Marketing Acquisition 12 
Crude Oil Processing Agreement Gives Husky 
Additional Refined Product Supply 14 
Agreement for Sale of 25,000 barrels per day of 
Lloydminster Crude Blend Y 
Exports of Heavy Crude Oil Increased from 
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Letter to Shareholders 


As in the past, and it still holds true today, the first thought that 
comes to mind in reviewing Husky's 1976 activities is the 
contribution made by our employees. Their dedication and 
loyalty to the accomplishment of our goals and programs, and 
their skills are invaluable. We are justifiably proud of our people 
— they are the life-blood of Husky. 


In review, Husky's 1976 net earnings of $30.0 million, or $3.02 
per share, represented a 5.7 percent return on gross revenues of 
$522.4 million for the year. In 1975 our earnings were $36 
million, or $3.64 per share, which represented a 7.9 percent 
return on that year’s gross revenues of $454.4 million. Husky’s 
1976 return on average total assets invested was 6.2 per cent 
compared to 8.7 percent in 1975. The decline in 1976 earnings 
was primarily due to increased cost of crude oil supplies to our 
United States refineries that was not recovered in asphalt and 
heavy fuel markets. 


1976 saw significant progress for Husky in many of our activities 
with gains being made toward the accomplishment of our 
stated goals and objectives. We have continued to follow a 
policy of operating as an integrated company with a wide 
geographic base. Briefly, | would like to repeat our corporate 
goals and objectives: 


— maintain or increase our cash flow and sales volumes; 
— reduce our sensitivity to seasonal markets; 


— continue to work toward balancing our production and 
refining and marketing volumes within both Canada and the 
United States; 


— ensure that organizationally there is expertise at all levels of 
management; and 


— to keep our financial structure flexible to accomplish both 
our short and long term objectives and to capitalize on 
opportunities as they occur. 


We had a very active, broadly based exploration program this 
past year, one of the largest in our company’s history as well as 
one of our most successful. A good number of these discoveries 
were on prospects developed by our exploration department. 
Some of our significant exploration successes in 1976 included 
natural gas discoveries offshore Louisiana and in New Mexico, 
follow-up drilling at Quirk Creek, Alberta and oil discoveries in 
Wyoming and in eastern Nevada. Shallow natural gas 
discoveries were made in Eastern and Central Alberta and in the 
Wind River Basin of Wyoming. The oil discovery in Wyoming is 
about two miles from our Cody refinery. Early in 1977 we hada 
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natural gas discovery in the Paradox Basin area of South Eastern 
Utah. Exploration activity will continue to be a high priority in 
Vee i | 


The acquisition of 110 service stations in Western Canada and 
associated properties and a refinery at Prince George, British 
Columbia is a step toward increasing our Canadian marketing 
and refining volumes. Important long term contracts were 
concluded for the supply of light oil products in Canada and the | 
sale of a significant amount of our Lloydminster production. 
Because of changes in market conditions and construction 
economics, plans for the construction of a new refinery at 
Lloydminster were deferred in mid-1976. We are presently 
studying the feasibility of a heavy crude oil upgrading facility in 
the Lloydminster area. 


We are gratified to see increased attention being devoted to the 
potential contribution heavy oil reserves can make to North 
America’s immediate and future energy needs. Long overdue 
recognition of the value of these vast accumulations is 
beginning to emerge. Our historical involvement in heavy oil in 
both Canada and the United States, together with our position 
in current and potential areas of this type of production, places 
Husky in an advantageous position to participate in the 
development of this valuable resource. Crude oil production at | 
our Lloydminster field, which was cut back to two-thirds 
capacity last fall, is presently being increased to full capacity 
because of a change in export regulations and the opening of 
markets for this oil in the United States. 


In our Lloydminster area, which spans the border of Alberta and 
Saskatchewan, we have the largest inventory of potential 
undrilled, low risk locations in our history. We have recently 
completed a detailed analysis of oil in place in the region and 
have increased earlier estimates of oil in place of 4 billion to 12 
billion barrels. Husky’s interest in this region is about 1.6 million 
acres of about 4 million acres involved in the study. This, ! 
together with our interests in the Cold Lake and Athabasca areas — 
of Alberta and our growing involvement in California, where | 
large quantities of heavy oil in place have also been identified, is | 
one of the important foundations we have upon which to build | 
our future. 


Capital expenditures have been directed toward 

accomplishing our goals. Last year Husky spent $99.4 million for 
capital projects, of which $62.4 million was for regular work 
programs. In 1977 we anticipate we will be spending about 
$116 million. $75.4 million will be for regular work programs, of 
which $53.4 million will be for exploration and production 
development. $41 million will be spent on three special major 
projects. Two of these will be the modernization and upgrading 
of our refineries at Cheyenne, Wyoming and Prince George, 
British Columbia. The Cheyenne refinery modification program 
will increase our light oil supply and reduce our sensitivity to the 
seasonal markets for asphalt and heavy fuel oils, in line with our 
stated corporate goal. The Prince George project will increase | 
the capacity and efficiency of that plant and will provide us with — 
more light oil products. The third project is the construction of 

an offshore production platform and the drilling of development 
wells on our offshore Louisiana natural gas discovery. 


1977 began with a marked increase over a year ago in 
government involvement in our industry. Management today is 
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even more involved in analyzing and assessing the effect of 
increased government regulations on our operations in addition 
to communicating our position to those in the various levels of 
government. 


In spite of the problems associated with increased governmental 
intervention, | believe we are making progress.Many of the 
governmental bodies in both Canada and the United States 
seem to be gaining a better understanding and appreciation of 
the oil industry. This has mainly come about through the 
increased efforts of our industry to communicate the facts 


concerning the effect government intervention and 
overregulation has had on the North American consumer. 


The federal governments of Canada and the United States are 
now working more closely together for the mutual benefit of 
both countries’ residents. A coordinated program by both 
countries wherein Canadian heavy crude export regulations and 
U.S. allocation rules will interface is becoming a reality that will 
benefit both countries. 


Unfortunately, there still remain those politicians, particularly in 
the United States, who for short term political gain or some 
other reason and lacking statesmanship and understanding, are 
attempting to place the energy industry in the “scapegoat” role 
for displacements in the availability of energy supplies. These 
politicians accuse the industry of withholding supplies of oil and 
natural gas for its own selfish gains; however, when these 
accusations are exposed to the light of factual information they 
disappear. Hopefully, the voters will begin to realize the 
disservice being done by these government representatives. 


Husky and the entire energy industry must continue to give the 
public the facts regarding the energy situation. We must tell and 
retell our story until the public is fully aware of the facts. Only 
an informed and aroused public can compel the “politicians” 

to become statesmen with more concern for the public's 

long term best interest. | believe this can be done. 


GLENN E. NIELSON, 
chairman of the board 
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JAMES E. NIELSON, 
president 


Review of Operations: 
Exploration 


Husky experienced a very successful exploration program in 
1976, drilling several oil and natural gas discoveries. The 
discovery wells were located primarily in the Rocky Mountain 
Region of the United States, and in the Lloydminster area and 
Eastern and Central Alberta of Canada. Outside these areas a 
significant natural gas discovery was made offshore Louisiana. 


The discovery well drilled offshore Louisiana was on Husky's 
Vermillion Block 329 in 220 feet of water about 90 miles 
offshore. Multiple pay zones were encountered in the well, and 
deliverability tests were conducted on three zones between 
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5,000 and 6,000 feet. Each zone tested gas at rates 
approximating 7 million cubic feet against high back pressures. 
These flow rates were restricted by the size of the testing 
equipment on the rig. A four-pile, eight-slot production 
platform is under construction for the development of this 
natural gas reserve. Development drilling is expected to begin 
in mid-1977. 


In Wyoming, Husky discovered oil in the South Shoshone 
prospect in Park County approximately two miles from our 
Cody Refinery. Its initial production rate exceeded 


200 barrels per day of 21° gravity oil. This is in contrast to the 
16-19° gravity oil produced from the Shoshone field 
immediately north of this discovery. 


In the Wind River Basin of Wyoming, Husky has a 30 percent 
interest in the Fuller Reservoir well which was drilled to 17,000 
feet. Numerous gas zones were indicated between 4,000 and 
9,000 feet. Two of these zones between 4,300 and 4,800 feet 
were drill stem tested and flowed natural gas at rates 
approximating 4 million cubic feet per day. The indicated natural 
gas zones will be evaluated by additional drilling on the structure. 


Husky is a partner in the group which discovered Nevada's 
second oil field late in 1976. The discovery well drilled in the 
Railroad Valley area of eastern Nevada discovered oil ina 
section of fractured volcanics. On initial completion, the well 
produced oil at a rate in excess of 600 barrels per day. New 
pumping equipment has recently been installed in the well 
which has increased the production rate to over 1,400 barrels of 
oil per day. The first offset well to this discovery has been 
completed and is producing between 50 and 100 barrels per 
day. A second offset well tested oil on drill stem testing and is 
now being completed. A fourth well on the structure is currently 
drilling. Though Husky has a 16 percent interest in the 
discovery well, we have an 11 percent interest in the 
subsequent wells and in the group's 240,000 acre land position 
in the area. 


In Southeast New Mexico, Husky continued an active 
exploration program to develop oil and gas in the deeper 
horizons on acreage which has been held by shallow 
production. We have experienced a good success ratio, and are 
developing new gas reserves for the Company. 


An exploratory well, which began drilling late in the fourth 
quarter of 1976, discovered hydrocarbons in the Paradox Basin 
south of Moab, Utah about four miles from the existing Lisbon 
oil and gas field. A drill stem test in the Mississippian flowed 
natural gas at a rate of 7.4 million cubic feet per day. The well is 
currently being tested to establish whether it should be 
classified as a gas well producing low BTU gas, or as an oil well 
producing high gravity oil. Husky has a 37-1/2 percent interest 
in this discovery Husky has a significant interest in 
approximately 220,000 acres in the Paradox Basin. 


Husky and its partners are drilling an exploratory well in the 
Tanner Banks area, offshore California. The well is being drilled 
on Tract 114 where Husky has a 10 percent interest. 


In Canada, Husky continued an active exploration program in 
the Lloydminster area. Though some exploration was carried 
out in Saskatchewan, the majority of the program was 
concentrated in Alberta. The program included the drilling of 
21 exploratory wells which resulted in 9 oil wells and 6 natural 
gas wells, a seismic program, and further land acquisition. In the 
past, Husky has concentrated on developing heavy oil in the 


1 Racking pipe during a drilling bit change. 2 James A. Williams, 
Senior Vice-President, Exploration and Production. 3 Adding a length 
of pipe to the “string” of drill pipe downhole. 4 Evaluating 

a well — United States exploration group. 5 Foothills exploration 
well — Quirk Creek, Alberta. 
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Lloydminster region, but is now adding emphasis to the 
development of shallow natural gas. 


In the Quirk Creek area of southern Alberta, two gas wells were | 


drilled as offsets to Husky’s well which discovered deep natural 
gas in the northern sector of the Quirk Creek 28,000 acre tract. 
This discovery well and these two offset wells have been tied 
into the Quirk Creek gas plant, and have the ability 

to produce in aggregate, at the rate of approximately 20 million 
cubic feet per day. 


A deep test to 15,500 feet is being drilled in the southern sector | 
of Quirk Creek acreage. Further exploration activities in the area | 
will depend upon the results of this well, and the production 
history of the northern three wells. Husky has a 42 percent 

working interest in the deeper horizons of the Quirk Creek tract. | 


Much of Husky’s exploration efforts in Canada in 1976 were in 
the search for shallow gas in Eastern and Central Alberta. This | 
exploration program was tied closely to a development 
program which included drilling step-out wells from known gas 
accumulations, the construction of gathering systems and land 
acquisitions. The program was coordinated with the gas 
exploration in the Lloydminster area. Through this combination 
of exploration and development programs for shallow gas, the 
Company developed the ability to produce approximately 30. 
million cubic feet per day of shallow natural gas. . 


In the Philippines, Husky participated in the Nido #1 offshore 
exploratory well, which established the presence of 
hydrocarbons in the Northwest Palawan Shelf. This well is very | 
significant, as it was the first well to discover hydrocarbons in 

the Philippines offshore. The Nido #1 well was deemed non- 
commercial and abandoned. A follow-up well drilled later in 
the year has also been abandoned. Husky has a 30 percent 
working interest in 1.3 million acres in one concession on the 
Northwest Palawan Shelf, and a 16-2/3 percent working 

interest in another concession covering more than 2 million 

acres on the Northwest Palawan Shelf. 


Husky entered into an exploration concession agreement with 
the Government of Pakistan to explore approximately 6,800 
square miles (4.4 million acres). The concession covers the delta 
area of the Indus River, and is approximately one-half onshore 
and one-half offshore. Husky has a 95 percent working interest 
with the Government of Pakistan as a 5 percent working 
interest partner. The initial work in this area has included a 
geological study and a re-evaluation of seismic data gathered 
by other companies in the early 1960's. A marine seismic 
program offshore and up the channels of the Indus River was 
conducted late in the year. An onshore seismic program is 
currently in progress. 


In the North Sea, Husky participated in the drilling of three 
wells; two in the United Kingdom sector and one in the German 
waters. All were abandoned, though the well drilled on Block 
16-26 in the U. K. sector encountered hydrocarbons in two 
zones, but was deemed non-commercial following production 
testing. The Company expects to have an active drilling 
program in the North Sea in 1977. 


1 Hydraulic tongs tightening an added length of drilling pipe. 
2 Reviewing potential drilling areas — Canadian exploration 
group. 3 Offshore drilling rig. 


r 


Brent 
Shetland q @ 
A Ninian 


Islands ¢ 


®@ Bois 
Auk ° 
e @ 


; North Sea 


North Sea Acreage Interest 


H United Kingdom Sector 10% 
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South China Sea 


Pakistan Acreage Interest 
™ 4,352,000 acres 


Sulu Sea | 


Husky Oil NPR Operations, Inc. 


During 1976, Husky management and field personnel operating 
from a central office at Anchorage, administered an extensive 
DAP AER geophysical program and drilled a well on United States Naval 
a Petroleum Reserve Number Four (NPR4) covering 24 million: 
acres on the North Slope of Alaska (about the size of the state 
of Indiana). Husky was selected in mid-1975, as operator, to 
explore and develop the Naval Petroleum Reserve in an 
agreement involving a five year cost plus fixed fee contract. 
Further substantial geophysical work and exploration drilling are 
presently underway. 


bs Philippine Islands 


Tawitawi 


Celebes Sea 


Areas are not shown to scale 
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Production 


Husky's oil and natural gas production cash operating income in 
1976 improved 6 percent over 1975. This income improvement 
was due primarily to higher 1976 oil and natural gas prices, as 
production volumes were lower in 1976. In Canada, the Federal 
and Provincial Governments permitted the price of crude oil to 
increase $1.05 per barrel on July 1, 1976. Part of this crude price 
increase was passed on to the producer, and is reflected in 
Husky's operating results in the last half of 1976. 


Husky's gross crude oil production averaged 44,700 barrels per 
day during 1976, compared to 51,800 barrels per day in 1975. 
Net crude oil production declined to 37,300 barrels per day 
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from 43,900 barrels per day the previous year. The decline was 
mainly caused by prorationing of the production in Husky's 
Lloydminster oil fields in the latter part of the year and by 
changes in the royalty system in the Province of Saskatchewan. 


Beginning last winter and continuing into the summer of 1976, 
some of Husky’s traditional heavy oil markets in the United 
States became unavailable due to government restrictions on 
the export of crude oil to the United States. 


This led to a surplus of heavy oil in Western Canada, because 
Eastern Canadian refiners are not equipped to process the lower 


gravity crude from Lloydminster and other heavy oil fields. In 
recognition of this situation, and of the substantial 
accumulations of heavy oil located in Lloydminster and other 
Western Canadian areas, the National Energy Board recently 
decided to separately license heavy crude volumes, in excess of 
Canadian needs, for export to the United States. 


In addition, Husky has recently entered into an agreement in 
which it will sell 25,000 barrels per day of Lloydminster crude 
blend to another company in Canada for a three-year period 
beginning July 1, 1977, with provisions to continue beyond that 
period. 


As aresult of these circumstances, Husky has discontinued all 
prorationing in the Lloydminster area and 550 previously shut in 
Husky operated wells are being reactivated. 


In November, the Saskatchewan Government instituted a 
change in its method of revenue collection on oil and natural 
gas production. Although the amount of revenue to the 
producer has remained essentially unchanged, the new method 
has the effect of reducing a producer's net crude oil production 
volumes. Husky’s net crude oil reserves in Saskatchewan are 
also reduced as a result of this change. 


Gross natural gas production in 1976 averaged 73.8 million 
cubic feet per day, compared to 74.5 million cubic feet per day 
in 1975. Net natural gas production averaged 55.6 million cubic 
feet per day, a decline of 3.4 million cubic feet per day. The 
decline in net natural gas production is due to curtailed 
production conditions in Alberta, as industry production 
volumes have exceeded the capacity of transmission lines to 
service natural gas markets in other parts of Canada and the 
United States. Husky has the immediate capability of increasing 
natural gas production in Alberta as additional deliveries to the 
pipeline become available. 


Due to exploration and exploitation success in 1976, Husky 
enters 1977 with production development opportunities in 
both the United States and Canada. During 1976, Husky was 
involved in step-out drilling on the edge of the Rangely Field in 
Northern Colorado. This program has established a possible 
fifteen additional development locations in which Husky has 50 
to 75 percent working interests. The wells being drilled in this 
area have been exhibiting initial production rates in excess of 
100 barrels per day. 


In California, the Company has available a number of low risk 
development locations in the Santa Maria Basin. These 
properties will be developed as additional markets become 
available for this crude. 


Due to the success of the 1976 exploration program, the 
Company will have available development locations in 
Wyoming, New Mexico, and offshore Louisiana. 


In Canada, the Company has the largest inventory in our history 
of low risk development locations in the Lloydminster area. 
These include prospects for the development of heavy oil and 


1 Checking pipeline meter. 2. Lloydminster field operations. 
3 and 4 Development drilling. 5 Heavy oil seminar. 
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natural gas in Eastern and Central Alberta. As a result of the 
1976 shallow gas program, the Company has available follow- 
up drilling prospects. This development will be pursued as the 
ability to move gas to the eastern markets is improved. 


A recently concluded Husky study has increased the estimate of 
oil in place in the Lloydminster heavy oil region of Alberta and 
Saskatchewan from 4 billion barrels to 12 billion barrels. 
Husky’s interests in the region include about 1.6 million acres of 
the just over 4 million acres involved in the study. This area 
extends about 100 miles east to west, and about 65 miles north 
to south spanning the provincial borders. 


Husky has been conducting research and experimental 
programs for many years in the area to evaluate enhanced 
recovery techniques. Methods tested included thermal 
stimulation of producing wells through the injection of steam 
into the underground formation, polymer flood and 
combination thermal drive. The latter method involves 
controlled ignition of a portion of the oil underground to create 
oil movement towards the producing wells. 


Similar programs are underway to develop Husky’s holdings of 
heavy oil properties in California. Production volumes from 
California properties were up only marginally in 1976 over 
1975 due to limitations in marketing the heavy, sour crude in 
the West Coast area of the United States. 


PROVEN NET RESERVES as at December 31 
1976 1975 
Crude Oil (barrels) 99,671,000 119,569,000 


Natural Gas (thousands of cubic feet) 267,808,000 245,678,000 
PROBABLE NET RESERVES 


Crude Oil (barrels) 18,267,000 27,729,000 
Natural Gas (thousands of cubic feet) 37,538,000 80,962,000 


COMBINED PROVEN 
AND PROBABLE NET RESERVES 


Crude Oil (barrels) 117,938,000 147,298,000 
Natural Gas (thousands of cubic feet) 305,346,000 326,640,000 


1 Lloydminster drilling. 2 Testing crude oil for water and sediments. 
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Gross Wells Net Wells 
Oil Gas Dry Total Oil Gas Dry Total 

Exploratory Drilling ....... 5 XS) 43 77 Exploratory Drilling 0.7.47. ° 16 24 44 
Development Drilling ..... 136 33) 25 194 Development Drilling ..... 54 Le) 21 88 

Pa ee Oe ee 141 62 68 271 CL ee ERO 58 29 45 132 
eas Gross Production =» Gross Production Net Production 

Natural Gas ~~ Crude Oil and Crude Oil and 
Gas Liquids Gas Liquids 
1972 F 1972 
1973 1973 
1974 1974 
1975 1975 
1976 1976 
14 18 oD. 26 30 34 4 8 2 16 20 
Billions of cubic feet Millions of Barrels 
SUMMARY OF GROSS AND NET PRODUCTION 
Oil and Gas Liquids Natural Gas 
Thousands of Barrels Millions of Cubic Feet 
1976 1975 1976 1975 
GROSS NET GROSS NET GROSS NET GROSS NET 

CANADA 

Alberta 2,838 2,148 3,576 PITA a)e) 15,572 10,581 15,905 11,910 

Saskatchewan 854 739 1,004 887 822 730 843 79 

Lloydminster 6,399 5,587 7,966 7 kol 2,084 1,869 1,836 1,707 
Total CANADA 10,091 8,474 12,546 10,801 18,478 13,180 18,584 14,356 
UNITED STATES 

~ Colorado 769 600 728 566 122 114 tee 125 

Montana 216 185 233 200 — = = = 

New Mexico 791 677 795 682 4,482 3,732 4,668 3,895 

Texas 396 325 450 371 1,129 977 1,196 1,041 

Wyoming 2,842 2,390 Zo 2,455 1,928 1,658 1855. 1567 

Other Areas 1,220 964 235 967 808 640 761 549 
Total UNITED STATES 6,234 5,141 6,355 5,241 8,469 We 8,613 re Wi 
TOTAL CANADA & UNITED STATES 16,325 13,615 18,901 16,042 26,947 20,301 DT ANS 215538 
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Refining 


a2 


and Marketing 


On April 23,1976, Husky announced the signing of an 
agreement to purchase the refining and marketing operations of 
Union Oil Company of Canada Limited. The agreement, which 
involved a payment of $33 million together with an 

adjustment for inventory evaluation at the closing date, added 
110 service stations. This is a 42 per cent increase in the number 
of Husky's Canadian outlets. Also involved is an 8,000 barrel per 
day refinery at Prince George, British Columbia to be added to 
Husky's present Canadian marketing and refining system. 
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The transaction was approved by the Foreign Investment Review 
Agency of Canada and was subsequently closed with an 
effective date of November 1, 1976. 


Following this acquisition, Husky has a total of 5 refineries 
located at Cody and Cheyenne in Wyoming, at North Salt Lake 
in Utah, At Lloydminster in Alberta and at Prince George in 
British Columbia. 


The Cheyenne and Cody refineries produce no-lead and low- 
lead gasolines and a range of other light oil products, along with 
asphalts and heavy oils. The Salt Lake refinery produces primarily 


light oil products and a high quality, low sulphur fuel oil. The 
Lloydminster plant produces premium asphalt for consumption 
in the prairie provinces of Western Canada. 


The refinery at Prince George is to undergo extensive 
modifications to de-bottleneck the existing plant. The 
modifications are designed to increase the plant's crude oil 
processing capacity from 8,000 barrels per day to 10,000 barrels 
per day. On completion of the expansion, the plant will produce 
approximately 4,200 barrels per day of gasolines and 4,100 
barrels per day of distillates, which is double its current capacity. 


In addition to the light oil products available, Husky will also 
have available grade “A” asphalt for the paving requirements in 
British Columbia. This change of operations will be 
accomplished through the installation of a fluid catalytic 
cracking unit plus associated facilities. 


At Cheyenne, a construction program is planned for 1977 to 
improve the refinery’s ability to convert heavy ends and 

asphalts to gasoline and fuel oil. The project will also give the 
plant greater flexibility to handle various types of crude oil 
feedstocks. It will involve the consolidation of crude processing 
units with the addition of delayed coking units and associated 
facilities while increasing the throughput capacity from 25,000 
to 30,000 barrels per day.It is expected the modification program 
will be completed and on stream by mid-1978 and will reduce 
Husky’s sensitivity to seasonal asphalt and heavy fuel oil markets. 


Plans for the construction of a new 30,000 barrel per day 
refinery at Lloydminster, announced late in 1975, were deferred 
in July, 1976. The plans were deferred because of changes 

in market conditions and construction economics. Currently, 
Husky is examining alternative designs for a new Lloydminster 
crude oil upgrading facility with a future capability of handling 
all types of heavy crude oils from Western Canada. 


Refined Product Sales Barrels in Millions 
pate : ho 


1972 eee et 
Ree alates saab: 
1973 : 


1974 | 


1975 
1976 
19 20 21 22. D8} 24 

Refinery Runs Thousands of Barrels 
1976 1975 

Refinery 

Cheyenne, Wyoming 8,331 (3) 7 

Cody, Wyoming 4,102 3,918 

Salt Lake City, Utah 4,135 4063 

Lloydminster, Alberta 3,368 3,787 

Prince George, British 

Columbia 402 = 

Total 20,338 20,520 


1 Recently acquired Canadian marketing outlet receiving the new 
Husky look. 2 Welder - refinery maintenance. 3 Pipeline 

pressure gauge check. 4 Cheyenne refinery, Wyoming. 5 Cody 
Refinery, Wyoming. 
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MARKETING 


A corporate reidentification program instituted throughout the 
entire company late in 1976yincludes new service station and 
car/truckstop design features, together with new designs for 
transport vehicles and marketing outlet signs. 


A number of outlets have already been equipped in the new 
design which will become part of Husky's continuing general 
program of upgrading marketing outlets. The new designs and 
signs are currently being installed at service stations acquired 
from Union Oil Company of Canada Limited in November. This 
acquisition of the 110 service stations complements our present | 
activities and expands our marketing to new areas within 
Alberta, British Columbia and Yukon Territory. 


As a result of the transaction and other new construction, Husky | 
now has a total of 379 marketing outlets from British Columbia 
to Ontario in Canada. Full integration of the acquired operation 
is proceeding smoothly and as planned. 


A new concept has been implemented in Husky’s Canadian light 
oil marketing. Known as “rack pricing”, this program 
incorporates uniform prices to all classes of trade and a new 
approach to rental income. This has resulted in increased 
volume and profitability for both Husky and its jobbers and 
dealers. 


Husky has entered into an agreement with a major refiner in 
Canada to process crude oil into finished products. This new 
agreement is an expansion of one now in existence and will be 
for an initial three year period commencing January 1, 1978, 
with provisions to continue thereafter and provides for 
distribution of finished products throughout Husky's marketing 
systems. This volume of product augments Husky’s own supply 
of light oil products manufactured at the Prince George refinery. 


The conversion of certain existing marketing outlets to a self- 
serve program, a major marketing development in Husky, 
proceeded throughout 1976 and has resulted in significant sales 
volume increases at the locations completed by the end of the 
year. 


1 Marketing outlet before identification change. 2 Credit card data 
processing. 3 New identification and color design. 


a 
a ee————————————— 


Husky's marketing activity continues to emphasize the 
company’s unique Car/truckstop system which extends along 
the TransCanada Highway from Ontario to British Columbia in 
Canada and includes strategically spaced locations on 

interstate highways in the intermountain and western regions of 
the United States. 


Car/truckstops, large high volume outlets, are designed to 

service the commercial trucker as well as the traveling motorist. 
They feature 24-hour service, an integrated Husky House 
restaurant and complete service facilities for recreational vehicles. 


A new product development department has been created to 
explore more market possibilities for all hydrocarbons. This 
department is examining alternate uses and potential markets 
tor both light and heavy oil products and asphalts. 


1 J. M. Wilkinson, Senior Vice-President, Refining, Marketing, Supply 
and Distribution and J. V. Sheffield, Vice-President, Refining. 

2 Recently acquired service station with new Husky logo, Banff, 
Alberta. 3 Reviewing microfiche records. 4 Frank Cestnik — 38-year 
Husky employee. 5 and 6 Artist’s rendering: new self service 


station and car/truckstop design. 
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North America 
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Net Acreage Holdings And Rights On December 31, 1976 (Thousands of Net Acres) 


Canada United States 

Developed 336 Developed 40 

Undeveloped DADS Undeveloped 996 
TOTAL 3061 TOTAL 1036 
Mining Claims and Permits 

Canada 28 


Atlantic Ocean 
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Gate City Steel, a wholly-owned subsidiary of Husky, is engaged 
in warehousing, distribution and processing of steel in the 
United States from twelve plants in the midwest and Rocky 
Mountain regions. 


Although Gate City Steel revenues were increased in 1976 over 
the previous year’s results, pre-tax earnings declined as highly 
competitive conditions in the steel industry throughout the year 
were reflected by lower margins. Sales for 1976 increased to 
$69.1 million from $61.8 million in 1975, and earnings before 
taxes were $4.5 million compared to $6.1 million the previous 
year. 


In 1976, our steel subsidiary completed the largest capital 
program in its history. Gate City’s program of investment for 
growth began in the first quarter with the purchase of a one 
million square foot mother” warehouse at Gary, Indiana and 
the start of construction for additional space at the Salt Lake 
City plant. 


The Gary plant substantially increases Gate City’s warehousing 
capacity and provides a central warehousing function for the 
company’s other plants. Strategically located close to a number 
of large steel mills, the new plant also established Gate City’s 
capability as a major processor of heavy gauge steel coils. 


The new plant also gives Gate City greatly increased capability 
for decoiling and processing heavy gauge steel coils and allows 
for integrated levelling, slitting, shearing, stacking, conveying 
and banding steel and aluminum. 


In the capital work program, the addition to the Salt Lake City 
plant, begun in the first quarter, was completed by late summer 
while pre-construction work had commenced for a new plant to 
replace the existing facility at Boise, Idaho. 


Gate City Steel’s total capital expenditure program, including 
the Gary acquisition, the Salt Lake City and Boise projects and 
substantial additions to production and handling equipment, 
exceeded $10 million in 1976. 


1 Flame cutting steel stock to specifications. 2 Mechanical stacker. 
3 H.H. Millar, Husky Oil Director and J. W. Rimmer, President, 
Gate City Steel. 
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Husky Industries, an 80 per cent Husky owned subsidiary, 
manufactures barbecue briquets and activated carbon, 

widely used in industrial and municipal water purification. The 
company has nine plants located mainly in the mid-western and 
eastern regions of the United States. 


In 1976, Husky Industries completed its third successive year of 
record high financial results with improvements in both earnings 
and total sales revenues over 1975 figures. Pre-tax earnings at 
$5.0 million were up 58 per cent in 1976 while total sales 


revenues increased by 31 per cent in the same period. These 
results reflected the continuing record high performance of both 
briqueting and industrial carbon operations. 


An expansion program begun early in 1976 increased the 
production of the Ocala, Florida plant by 30 per cent. 
Production was also increased at the Dickinson, North Dakota 
plant with the installation, completed by mid-year, of a new 
multi-hearth furnace. A second multi-hearth furnace is being 
installed and will come on stream in mid-1977. 


Programs for increased production of both charcoal briquets and 
activated carbon and aggressive marketing policies have 
contributed significantly to the improvements in Husky 
Industries performance in recent years. 


1 Some of Husky Industries’ consumer products. 2 Machine stitching, 
Grill Time briquet bags. 3 Loading briquets for distribution. 

4 Ocala, Florida plant. 5 Center: J. P. Keeter, President, 

Husky Industries. 
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Financial Review 


Gross Operating Revenues Jn Millions of Dollars 


0 100 200 300 400 500 600 


Source of Funds 
Operations 51.83% 


Issue of shares .54% 
Sale of assets 1.25% 
Issue of long-term debt 46.38% | 
Se 


Market Information 


First Second Third Fourth 
Quarter Quarter Quarter Quarter 


6% cumulative redeemable Pref. 


SES A 
1976 High BS 3412 33 34 
Low 331% 33% 327 323 
Use of Funds Zale) oy a a nin: 
Low 32 8) 32 a1 
Property, plant and equipment 74.64% 
Other .59% Belee 
ree 1976 High 20 34 334 32% 
Dividends 6.27% Low 32 33 324 32% 
Retirement of preferred shares .31% 1975 Hich 341/ 36 34 32 
F : | | 4 
Reduction of long-term debt 18.19% nas 98 312 B18a ed 


Common Shares (per Toronto Exchange) 


1976 High 22/8 2a 207/ 20'/2 
Low 18 19/4 161/4 16%/s 
1975 High WWE 21% 20% 197/4 
Low 11% 14% Ay, 16% 


Dividends per Common Share 
UA) 40 40 
EAS Ze) 40 
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Management’s Discussion 
and Analysis of the Financial 
and Operating Summary 


The following is Management's description of certain 
significant factors which have affected the Company’s 


operations for 1976 and 1975 compared with the previous year. 


1976 Compared to 1975 


The Company's net earnings for the year ended December 31, 
1976 were $30 million, or $3.02 per share, compared to $36 
million, or $3.64 per share, for 1975. The decline in 1976 
earnings was primarily due to increased cost of crude oil 
supplies to Husky's United States refineries that was not 
ey in asphalt and heavy fuel oil markets. 

Sales and operating revenues increased 15% to $522 million. 
Even though the volume of net crude oil and natural gas 
produced declined 15% and 6% respectively, production 
revenues increased by 8% primarily due to higher prices. 


Net Canadian natural gas production declined 8% while gross 
production remained almost unchanged, mainly due to 
one provincial royalties in Alberta. 

Net crude oil and natural gas produced in the United States 
remained relatively unchanged from 1975 levels. 


Net crude oil volumes produced declined 22% in Canada 
resulting mainly from a seven month production curtailment in 
the Lloydminster area and a change in the Saskatchewan 
government taxing structure, effective November 1, froma 
surcharge to a royalty basis. Production curtailment was 
necessary because competitive market conditions and 
Canadian export regulations restricted the market for 
Lloydminster heavy crude. In February, 1977 the Company 
announced plans to immediately remove all prorationing in the 
area, in response to positive indications from the United States 
Federal Energy Administration and the National Energy Board of 
Canada that current import and export regulatory problems will 
soon be resolved. 

Additionally, the Company has recently entered into a 3% year 
arrangement, effective July 1, 1977, to supply another Canadian 
refiner with 25,000 barrels of Lloydminster blended oil ie day 
at prevailing market prices. This represents an increase of 17,000 
barrels per day from volumes currently being delivered. 


Revenues from the sale of refined products increased 13% 
resulting from both volume and price increases. The volume of 
gasoline and other light products increased 8% in the United 
States and 29% in Canada. Higher volumes reflect the 
Company's conversion to self service stations, the institution of 
a ‘rack pricing” system in Canada and an increased availability 
of products for sale. Additionally, the Company acquired the 
refining and marketing assets of another Canadian oil company 
effective November 1, 1976, which increased sales volumes 
during the last two months. 


Revenues from steel operations increased 12% to $69 million in 
the current year. However, earnings before income taxes were 
down 27%. The steel industry, in general, was ina slump. 


Carbon operations had a record year in 1976. Sales increased 
31%, including volume increases of 18% in charcoal briquets 
and 9% in activated carbon. Earnings before income taxes were 
up 58% to $5 million. 

Costs and operating expenses increased 21% resulting ina 
lower profit margin for refined petroleum products and from 
steel operations. The profit margin has declined for all refined 


1 R. M. McManis, 
Vice-President. 2 R. Strother, 
Senior Vice-President. 


Executive 


petroleum products because market conditions have not 
allowed selling prices to rise as rapidly as crude oil and refinery 
operating costs. Lower profit margins have largely been offset 
by higher sales volumes for light oil products such as gasoline. 
However, the market value of asphaltic products in the United 
States has declined substantially from corresponding 1975 
values, resulting in a reduction in the Company's earnings. The 
Company is altering some of its refinery runs to reduce the yield 
of asphalt products. 


Selling and general expenses increased 16%, mainly from 
inflationary pressures, some expanded business activity and 
ever increasing governmental reporting requirements. 


Interest expense —net of interest income was up 24% over 
1975 asa result of increased borrowing, both short and long- 
term. Certain long-term interest rates were also higher in 1976. 


Other expenses, which were up $5,795,000 (19%), include 
depreciation, depletion and amortization increases of 
$2,304,000 or 7%. Depreciation and amortization increased 11% 
because of greater investment in depreciable assets. Depletion 
increased only 3% because production volumes of crude oil and 

natural gas were down as explained above. The overall 
depletion rate actually increased 15% which reflects the higher 
costs of finding new reserves. 


Other expenses also include minority interest in earnings of 
subsidiaries which was $520,000 greater in 1976. The sale of the 
minority interest was consumated in July, 1975. The subsidiary 
earnings were greater in 1976 and the greater portion of the 
earnings were generated in the first half of the year. 


Income taxes declined $5,737,000 (18%) which corresponded 
to the decline in pretax earnings. The effective income tax rate 
remained fairly constant at 46%. 


ie) 


pa ef VL EEE ny SRN SS GRAAL SSS RR SR RI YS eee eee ee eee een ae 
SUES Ui RL aan FR Se ee re es ee ee ee ee ee ee ee ee en ae 


Capital expenditures were $99,407,000 in 1976, an increase of 
$31,276,000 over 1975. Approximately two-thirds of the capital 
expenditures were financed from operations, the balance from 
long-term debt. 

The ratio of net earnings from operations, expressed as a 
percent return on average total assets, declined to 6.2% from 
8.7% in 1975. The decline reflects significant capital 
expenditures and a decline in profit margins in 1976. 


1975 Compared to 1974 


The Company’s 1975 net earnings were $36 million or $3.64 per 
share, compared to $29.5 million or $2.98 per share for the 
previous year. The increase in earnings is primarily attributable 
to improvements in United States petroleum operations and to 
increased production income in Canada. 


Sales and operating revenues increased $19,085,000 (4%), 
principally as a result of price increases. While the net volume 
of crude oil production increased about 2%, net production 
volume of natural gas decreased 10% and the volume of refined 
product sold decreased approximately 5%, The decrease in net 
natural gas production reflects significantly higher provincial 
royalties in Canada. Additionally, revenues from steel activities 
decreased 22% because of the light demand for steel during the 
earlier part of 1975. Revenues from charcoal activities increased 
33% including a volume increase of approximately 2%. 


Costs.and operating, selling and general expenses decreased 
$697,000, mainly as a result of decreased costs from steel 
activities amounting to approximately $16,000,000 (25%). A 
general price increase including labor, crude oil, refined 
products purchased, etc., caused other costs to increase 
approximately 5%. 


Other expenses, which increased $3,983,000 (15%), include 
additional depreciation, depletion and amortization of 
$5,281,000 (19%). The increased depreciation of $2,778,000 
resulted from additional investment in depreciable assets 
combined with the higher rate for certain properties depreciated 
on a unit-of-production method, which resulted from 
revaluation of related petroleum reserves. Depletion increased 
$2,502,000, reflecting greater expenditures for exploration in 
1975. Additionally, miscellaneous income increased $1,298,000, 
caused mainly by gain from the sale and disposal of assets, an 
insurance settlement, and net gains on foreign currency 
transactions, each more favorable in 1975 than in 1974. 


Income taxes increased $8,408,000 (36%) reflecting higher 
earnings and, in the United States, the loss of statutory 
percentage depletion and the utilization of all remaining 
investment tax credit carry forwards. Deferred income taxes 
increased 81% primarily because of the increased exploration 
activity and the adoption of the last-in, first-out method of 
valuing inventories in Canada in 1974. 


Capital expenditures for 1975 of $68,131,000 were $6,250,000 
greater than in 1974. Exploration and development 
expenditures amounted to $50,912,000 in 1975 compared to 
$38,070,000 in the previous year. Capital expenditures in 1975 
were financed out of working capital leaving long-term debt 
relatively unchanged. 


The ratio of net earnings from operations, expressed as a 
percent return on average total assets invested during each of 
the last 5 years, has improved from a low of 2.9% in 1971 to 
Gavel VO 7s 


1976 1975 1974 1973 1972 
Sales Earnings Sales Earnings Sales Earnings Sales Earnings Sales Earnings 
Lines of Business 
(in millions) 
Petroleum production, 
refining and marketing 
Canada $145.7 40.5 109.3 39.0 1012 Salles 69.0 19.5 54.5 9.5 
United States DADO 563 Pom 19.3 DS Ame 135 Der 4.2 OZ rliaS: 
Steel warehousing, processing 
and other 69.1 4.5 61.8 6.0 V9) 7.4 46.2 49 31 2) 1.9 
Briqueting 35.6 50) Dep. 32 OLS 0.6 Aw, (2.0) 15.8 0.5 
$522.4 55.8 454.4 67.5 NBN 5) 3) 526) DED) 26.6 204.3 13.4 
Income taxes and extra- 
ordinary items 25.8 as Pera 10:3 4.3 
Net earnings 30.0 36.0 DONS lions Onl 
1976 1975 1974 1973 1972 
(thousands of dollars) 
Capital Expenditures 
Exploration $21,388 19,664 16,989 10,679 8,038 
Producing properties and 
pipeline facilities 21,004 Syl as} 21,081 18,037 9,732 
Refining and marketing 42,961 10,078 20,376 12505 8,485 
Steel and other facilities 14,054 7,141 3,435 5,505 8,789 


$99,407 


68,131 


61,881 


Financial and Operating Summary 


1976 1975 1974 1973 1972 1971 1970 1969 1968 1967 
Financial (thousands of dollars 
except per share figures) 
Salesranaoperating revemUese a. qaacn0e-2 «ses. $522,357 454391 435,306 252,598 204324 184,185 176,226 163,493 153,663 90,197 
Equity in earnings of 
EMmpiierState Oil) Companies. sens: os seee ese: _ — — — 1,494 758 — - — 
522,357 454,391 435,306 252,598 204,324 185,679 176,984 163,493 153,663 90,197 
Cost of sales and operating expenses.............. 385,598 318,619 321,694 173,215 143,456 130,746 128,821 117,231 108,291 57,887 
Selling, general and 
administrative EXD EMSC Sameer devs yates eye eA 32,891 28,249 SIS oy 20,606 18,107 eosn 14,949 14,443 14,819 9514 
Interest met on interest lmeome. say nasaes es cca 11,693 9,413 8561 8,249 8,637 9 887 9,261 8,264 6,981 4,486 
Other (including 
depreciation, depletion and amortization)........ 36,387 30592 26609 23,954 20,651 18,122 16,836 15,690 15,276 10,710 
Other (including depreciation, etc.) ............... 466,569 386,873 382,735 226,024 190,851 174,692 169,867 155,628 145,367 82,597 


Earnings before income taxes 


ang)extraondinany itenmSeae a. ..ces. a. fe oan 55,788 67,518 52,571 26,574 13,473 10,987 Tall 7,865 8,296 7,600 
Income taxes 
CHUM op Sa tsocectin 3 2-4 Seyi Narn enn rene 18,136 PA oye)) W592 1,914 (2,686) 72 143 — -= os 
Detennediz, eccrine Lee Soho ts AA 7,627 9,950 5,500 8,339. 7,042 2,469 649 1,615 3,594 3,997 
25,763 31,500 23,092 10,253 4,356 2,541 Age 1,615 3,594 5997 
Earnings before extraordinary items .............. 30,025 36,018 29,479 16,321 Oil 8,446 6,325 6,250 4,702 3,603 
EXtraorciinarvaltenms:—— Gl en weney 2 Aa e eee eee ee — — — — Al SteKs) —_ (1,033) — ieee 474 
INGE CUI en eee ot ace g orca fees Supe nes creaee Ph cum 30,025 36,018 29,479 16,321 10,455 8,446 292 6,250 6,679 4,077 
Dividends on preferred shares..................-. 523 559 587 612 644 665 694 716 740 1,616 
Eatin Meson GOMMOM!Smanesw. saves elie. ee ak $ 29,502 35,459 28,892 15,709 9,811 7,781 4,598 5,534 5989 2,461 


Common shares outstanding 


(in thousands) (weighted average from 1968) .... 9,784 9,730 9,704 7) 9,536 9,416 9,411 9,405 8,723 6,644 
Earnings per common share 
RHOMNMODeKAllOMS: 2. eee cr -leereae sens ihe) oe 3.02 3.64 2.98 1.64 89 83 60 59 45 30 
Extraordinary items —nel................ Dh det —— — — as 14 — (.11) — 23 O07 
$ 3.02 3.64 2.98 1.64 1.03 83 49 59 68 37 
Dividends per common share ................ bo 8D .80 65 40 AS 15 5 15 30 30 30 
Preferred shares outstanding at par value.......... 8,443 9,081 9,582 9/991 10,388 11,826 12,221 [26200 1282 eat 
| Working capital provided by operations .......... 73,953 78,016 62,368 49,155 33/820 29,282 23,288 24244 24,1165 18,672 
Capital expenditures.......... Ta eee ee 99,407 68,131 61,881 46,736 35,044 34,656 47,209 39535 36,103 39.811 
| Working Galpiliall Sess e ee ; te ane ers 49,248 39,746 3B) 972 sMoypevals) ARS) PRED 15,999 16,750 15,388 22,901 [5,072 
Long-term debt ....... eee a vad Bernerae 142,543 100,473 100,599 101,220 98,415 111,144 109,052 100,371 SVAN) 76,257 
Operations 
Production — Daily Average 
Net crude oil and gas liquids —bbls.......... 37,301 43,949 43,015 43,984 41,482 38,345 33,265 31,663 30,742 26,197 
Naltirallseas: met 2. ences ceca seein ens ae 55,618 58,994 65,460 73,868 Hcy psyose 67,271 49,293 46,236 47,571 45828 
Refining and marketing — 
Daily Average Barrels 
OMIM” GUI t acheetonenett o aera boa anh neon: ay ZA) 56,220 59,116 50,828 48,624 50,185 50,044 47,893 45,802 20,248 
NailInevel foltoralurel SAIS aaa ecneanaeaonona aa: 64,895 60,541 63,958 58,662 Do) Soy 200) 56,961 Spe 0) 48,662 Dal eNO) 
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HUSKY OIL LTD. AND SUBSIDIARIES 
Consolidated Statements of Earnings 


(Stated in thousands of dollars) 


Year ended December 31, 


1976 1975 
Sales and operating revenues = s..54%4.0- 4 et eos eke ee ee ee $522,357 454,391 
Costs and expenses 
Cost of sales and operating: expenses anche er eee et ee eee 385,598 318,619 
Selling; general and administrative: exPenseSa crys oats orn eee eer ar 32,891 28,249 
Interest (net of interest income of 
$504,000 in't976 and :$644, OOO 1.9 75)) tener ee ee er eee ee 11,693 9,413 
Miscellaneeus<== metic are ooh re eee cee Cec ee ee 1,176 (1,795) 
Depreciation amd: amoruization fas aga ok ease ee cee ee ce em 18,466 16,570 
Depletion: (Ole Alia sectid: w ele bc See econ ale Seometeee ieee ee ae eee ee entero * 16,204 Uy S18 
Minority interest in earnings of 
consolidated subsidiany (note;/)... 5 oe aay see ieee eee et ete ae 541 2 
466,569 386,873 
Earnings before-income taxes ¢5...,22.5 0 4:04 500 ues mo 8 aoe Oe oe eee ee 55,788 67,518 
Income taxes (note 6) 
CHIT TT ES disc me wacctae Ciera ep hea, Gl a aM cot ele ee ey . 18,136 PPA) SSO) 
Deferred > 5 cde ance hia aoe © Stace cent ee Geet eee re 7,627 27950 
25,763 31,500 
Net @arnin gs s:,:s5G ce ae ccct a tee ees dane oe roe gate ie $ 30,025 36,018 
Earnings per common share 
DaSTC amie sis a. natiertvary Socach Aiea sae wigs Aeaaea ed eee Rae ts) PE $3.02 3.64 
ROY: chil ted” ata ie. «5 carck cr ra su teeth pee aces tact ee $2.71 3.24 


See accompanying notes to consolidated financial statements. 


HUSKY OIL LTD. AND SUBSIDIARIES 


Consolidated Statements of Other Paid-in Capital and Retained Earnings 


(Stated in thousands of dollars) 


Balance at beginning of year. ........-...5....:. 
Add 


Credit (charge) arising from sinking 
fund redemption of preferred shares .......... 


Excess of consideration received over par 
value of common shares issued (note 8)....... 


INGUCOUMM 2 Sarena e ventriccs hunt hecho Tne 


Year ended December 31, 


Other Paid-in Capital 


Retained Earnings 


Deduct 
Cash dividends 
RICKEMe CES tanec miei fn gros hderdnaprn Wa huelinaen 
Common sharesMmoteO) (24sec cene ger dean 


Provision for redemption 
Ol Oretenied ssinahes ate ie ace Sietetns anon ye 


Balancerat end of year i andes i eer 


1976 1975 1976 1975 
$74,146 73,250, 98,935 CONe7 
(6) 88 

728 896 
30,025 36,018 
74,874 74,146 128,954 106,243 
523 Sek) 
7 B27 6,330 
419 419 
— — 8,769 WoUSs 
$74,874 74,146 120,185 93,935 


See accompanying noles to consolidated financial statements. 


HUSKY OIL LTD. AND SUBSIDIARIES 
Consolidated Balance Sheets 


(Stated in thousands of dollars) 


Assets 
December 31, 
1976 1975 
Current assets 
CaS cree Se ete De ee ee eae Oe de thers Fear Oe ar AR ty oat eee ay pe $ 10,887 5,510 
Accountssand: notes: receiVablexn™ crushes a. onan er a eee eh ae ree 82,240 66,029 
Inventories at lower of cost and net 
realizable: value uinote 3) Saowey.c- een nee erence eee een eee 70,070 57,104 
Prepaid: expenses. n56 otedes acs 6% cutive w cat oad as Cae geath co nase a 907 699 
Total curremtaSSCts: esi am eset eo ae arora Se oR ao Tae 164,104 129,342 
Notes and contracts receivable and miscellaneous 
assets/—at cost less-amounts Witten roll waaeiets cust sears ci eee 6,852 6,873 
Unrecovered costs — Santa Barbara project (note 4).......... 00... eee eee ee 7,207 7,207 
Property, plant and equipment — at cost (note 5) 
Oilvang ass pPropenciess anc Schule la Cian. caer tees eye cane ene 291,933 262,411 
Refining, manufacturing, marketing, transportation 
facilities andvotherassets:... we ele eee ee ek ern ee 237,373 182,051 
Accumulated depreciation ana amMOrtiZall ON) aware et iene eee ree a ee (120,171) (105,616) 
Accumulated! epletl@rmiiei a tecucsnemernrcneedi sate iiss mene rae ae or ea NE Ur ge (62,774) (56,425) 
346,361 282,421 
Unamortized'debt issue:costs... 7 nn ae 3,334 33, Sieh 
Other intangible assets — at cost less 
AMOULNES. WHITTEN OFT ia costo ce hese ene eerie nee ater oe cee 2,044 2/318 
$529,902 431,548 


8e—=o>0awaoOaoa—oommoOoOmoOownwo@=@poaOowOanaOna0naoaowos$SoaOsoOoooOoOOOoOo ee ey: OEE eeeeeeeeSeer«x«{__ CEE 
See accompanying notes to consolidated financial statements. 
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Liabilities and Shareholders’ Equity 


Current liabilities 


Notes payable to banks 
Accounts payable and accrued liabilities 
Income taxes payable (note 6) 


Long-term debt due within one year (note 5) 
Total current liabilities 


Long-term debt (note 5) 


Deferred credits 


Deferred income taxes (note 6) 


Minority interest in consolidated subsidiary (note 7) 


Shareholders’ equity (note 8) 
Cumulative, redeemable preferred shares, 
par value $50; authorized 623,550 shares, 
issued 168,861 shares in 1976 and 181,612 
SNe Sul Ciel) sean Meet dee ca fan) Sor (cvda ec ots onde 


Common shares, par value $1; authorized 
40,000,000 shares, issued 9,803,113 shares 
in 1976 and 9,761,433 shares in 1975 


Undistributable capital surplus arising 
from purchase and redemption of 


preferred shares 


Other paid-in capital 


Retained earnings 


Commitments and contingencies (notes 12 and 13) 


December 31, 


Approved on behalf of the Board 


W. D. Dickie, Q.C., Director 


James E. Nielson, Director 


1976 1975 
ee ee gre tins Ae: se ee ee $ 27,250 9,500 
I ye. ot eee 74,604 63,772 
RN Sree ee Me yr: artic at gent, SRE REN: 3,703 10,124 
RAO Ks ehh ke Ko AE 9,299 6,200 
ee eh Ee RES Oe ee PERE er Te 114,856 89,596 
SE ee NRT PCP ee Rae ae ee 142,543 100,473 
RTE NBN Ay 6 res AAT Al en nats 53,767 45,140 
aut Lin Ate ees ee 1128 292 
54,895 46,432 
TE ee ye 1,960 1,419 
Ee id earn a Oe an oer ae 8,443 9,081 
Pa ye RA ere ery a eee MERE 9,803 9,761 
Reha a et a ee 2,343 1,705 
ee ee OE EET adel ccnctAott rR ae ee 74,874 74,146 
et. ee: 120,185 98,935 
215,648 193,628 
$529,902 431,548 


HUSKY OIL LTD. AND SUBSIDIARIES 
Consolidated Statements of Changes in Financial Position 


(Stated in thousands of dollars) 


Year ended December 31, 


1976 1975 
Funds provided 
Net eamings 2.0%, occ ete n ok peas ou ae oe orl aiel inet tage a ee $ 30,025 36,018 
Add items not requiring working capital 
Depreciation, depletion. and amortization < . «2... -2..<a=00) 5 o=ecedsiene ewan ee: 34,670 32,366 
Deferred income 14X6$ seo.c 0k ce eae ee rede ee ee 8,627 9,950 
Minority interest... 2.22. 652 aaa Beng xa ey ee en oe eee ten eee 541 oa 
there sn eke sels CEE ee ee eee 90 (339) 
Werking capital provided by operations... 222-2 22ce. +222 eas =e oe ee ee £3,953 78,016 
Proceeds from.sale of. minority interest. 22.222 .2 sae ares oe ee _ 1,000 
issue of common shatesooq. cn. Jose oo fe ao oe a Bee Ocean eee ee ‘770 946 
Sale OF BSSCES ee ee ee re a Pa aa 1,790 1,916 
Issue of fong-term debts ©. us ae sn sae Ga on 8 ae Oe eee 66,179 8,095 
142,692 89,973 
Funds used 
Additions to property, plant and equipment. 2:-2.. .229-492--2 > 5- eee 99,407 68,131 
Reduction in leng-tenn debi. soe ores 2 = age os bss ene 2 eee 24,226 8,355 
Retirement of preferred shares: ces. 5.2 ie on 2a. oo ae oe ae eee 425 331 
Dividends 
Prefemed shalesso. o1es cae 02 ee en dace eee hee eee eee 523 559 
KS OITUTTIONT SHAT OS eae Se a ae eee ar 2 ne a ee ce au rtp a 7,827 6,330 
Increase in notes receivable 
and. miscellanéousiassetso4, =, G2 g. ewaes cowee oo eee Ce eee ee 562 780 
OTR er Foe Ne DD ee OS oct Si cee pn hee cee ee ee 220 (287) 
133,190 84,199 
increase’in' working capital .2<5 28 a ee Se ee ee $ 9,502 5,774 
Changes in components of working capital 
Increase (decrease) in current assets 
SASH sy ou Qe ss BE Oak es ae ee Cas om Rae Le a ete Sono ofa (4,672) 
Receivables 3 ...¢ ae tate «ous vi eo See ye ee Cee 16,211 4,090 
INVENLONES 65. orp eres dy Bel c oie arad cee eee 12,966 3,305 
Prepaid expenses.co s.5.2a.c.ce i Raa oo oe e bel ea ee Fee 208 369 
34,762 oh tes Fs 
Increase (decrease) in current liabilities 
Notes payables. Sic ie oh ices See ee a 17,750 (1,770) 
Accounts payable and accrued liabilities, 2. 21.2.) 5. eae ee ee 10,832 5,562 
Income taxes. payable. !.S<%.o0.2'5c-s5.o.5 & ate ole were ee (6,421) (6,418) 
Long-term debt due within one ‘year... 222-5 ace eee 3,099 (56) 
a I EI oe NT 5 SEE IR ee et ors RE 
25,260 (2,682) 
a aa eee eee 
Increase in working capital 7202.52.20 oe ee re $ 9,502 5,774 


30 See accompanying notes to consolidated financial statements. 


HUSKY OIL LTD. AND SUBSIDIARIES 
Notes to 
Consolidated Financial Statements 


December 31, 1976 and 1975 


1. Accounting Policies 


The consolidated financial statements include the accounts of 
all subsidiaries after elimination of significant inter-company 
accounts and transactions. United States subsidiaries are 
included at $1.00 U.S. = $1.00 Cdn. The Canadian dollar was 
quoted in New York City at $0.9916 U.S. = $1.00 Canadian at 
December 31, 1976 and $0.9840 U.S. = $1.00 Canadian at 
December 31, 1975. 


The companies employ the ‘‘full-cost’’ method of accounting 
and capitalize all North American exploration and reserve 
development costs. These costs are depleted on composite 
unit-of-production methods based upon proved developed 
reserves, as estimated by company engineers. 


The cost of acquiring oil and gas interests outside of North 
America, and all mining interests, have been capitalized 
pending the outcome of exploration in each area of interest. 
These costs are being amortized at an annual rate of 20% 
pending reserve development. Unamortized costs will be 
depleted by the method set forth above if sufficient reserves 
are developed. The unamortized costs of an abandoned area 
are charged against earnings at the time of abandonment. 
Unamortized costs at December 31, 1976 and 1975 amounted 
to $8,164,000 and $3,951,000 respectively. 


Depreciation of certain producing lease equipment is provided 
by the unit-of-production method. Depreciation of 
substantially all other depreciable assets is provided by the 
straight-line method at rates based upon their estimated useful 
lives as follows: 


Classification Rate 


Refining and marketing facilities including 
buildings and refinery equipment.......... 25 = 20% 
Transportation facilities and equipment. ...... D0). So BONG 
Lease equipment (excluding equipment 
depreciated by unit-of-production method) . 
Otherdepreciable assets... J.n.42.2:+see ess 


714 - 10% 
Various 


Substantially all inventories, excluding materials and supplies 
which are stated at average cost, are valued at cost ona last-in, 
first-out basis. 


Other intangible assets with limited economic lives are being 
amortized on a straight line basis over their estimated lives. 


The companies follow the tax allocation basis of accounting for 
all timing differences between net earnings and taxable 
income. 


The retirement and pension plans of the Company and its 
subsidiaries are contributory and are available to substantially 
all permanent employees. The policy is to fund accrued pension 
costs as determined by actuarial studies. The unfunded past 
service costs are being funded and charged to operations over 
periods ranging from 10 to 20 years. 


Basic earnings per common share are based on the weighted 
average number of common shares outstanding during the year. 
Fully diluted earnings per share are computed as if all 
outstanding options, warrants or conversion privileges were 
exercised at the beginning of the year. 


2. Acquisition 


A subsidiary company purchased the Canadian refining and 
marketing assets of another oil company on November 1, 1976, 
for approximately $38,600,000. 

The assets acquired are as follows (in thousands): 


(CUNMEMMIWESSENS Goad can bossoot ob booeavecesoss $ 5,400 
eatin Glee ok eee ao ee Pee Oe an ee ae 11,000 
Pam ancecnonieiiic.. aceteso tc ace en cen eae eee 22,200 

$38,600 


Land and plant and equipment include a refinery at Prince 
George, British Columbia and marketing outlets in Western 
Canada. The current assets consist mainly of inventories. 


The total consideration given approximated $38,190,000 in 
long-term loans (see note 5) and $410,000 in current funds. 


3. Inventories 


The major categories of inventories at December 31, are 
summarized below: 


1976 1975 


(in thousands) 


Crude oil and refined oil products........ $38,084 27,594 


Steeland steel Products. 22: scenes e510" 15,505 
Carbon briquets and raw materials ....... 731A Aes) 
617905 50,378 
Materials and-supplies:.2. san as tes ee 8,165 6,726 
$70,070 57,104 


Had the first-in, first-out method been used to value 
inventories, the amounts would have been approximately 
$22,709,000 and $22,699,000 higher than reported at 
December 31, 1976 and 1975. 


4. Unrecovered Costs — Santa Barbara Project 


Unrecovered costs of the Santa Barbara project represent the 
unamortized cost of oil and gas leases off the coast of California 
acquired in 1968 which expired in 1973. In February, 1969, the 
Secretary of the Interior of the United States of America 
amended the regulations relating to drilling for oil and gas on 
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General 


Recently there have been a number of articles 
in the press concerning heavy oil and the ap- 
parent under utilization in the petroleum market 
for this type of crude oil. It is gratifying to see 
long overdue attention being given to heavy 
crude because we believe the potential it holds 
for North America’s energy future is significant. 


It is ironic that at a time when Canada and the 
United States are becoming more dependent 
upon imported oil, domestic production of heavy 
crude oil in both countries is being curtailed and 
new development restricted due to the lack of 
markets. 


North America’s heavy oil reserves offer one 
of the viable solutions to lessening both countries’ 
dependence upon overseas sources of supply. 
With adequate domestic markets, development 
of these heavy reserves could add significantly to 
our domestic energy supply. What is needed is an 
element of certainty in the national policies of 
both countries to encourage the large amounts of 
capital investment and to allow for the long lead 
times necessary to bring these supplies to the 
marketplace. 


Husky has, and is continuing to posture itself 
to capitalize upon the heavy oil frontier. In addi- 
tion to continuing to bolster our integrated 
operations, we are looking toward new ap- 
proaches and methods to produce, process and 
market heavy oils. The recent announcement 
concerning the proposed Lloydminster refinery 
is an example of this approach which includes 
looking at different technologies and processes 
for the best method of moving heavy crude oil to 
market. We are working to minimize the 
seasonal market variations of the heavy oil por- 
tion of our refining output. 


In other areas of operations we are making sig- 
nificant gains. Natural gas is becoming an in- 
creasingly more important part of our explora- 
tion and production activities. Canada’s ap- 
proach to pricing natural gas on an equivalent 
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BTU basis with oil has established significant 
price increases for Canadian production. It now 
appears that recognition is being given to the 
need for increased natural gas prices in the 
United States. Hopefully, the proposed increases 
will be allowed to take effect. 


In past reports I have expressed the thought 
that many challenges are facing our industry and 
our company. Today that is still true. We are 
being confronted with increased government 
regulation on the one hand and increased uncer- 
tainty on the part of various governments on the 
other. This combination presents new challenges 
in an atmosphere of constant change. As I have 
said before and would like to re-emphasize, 
Husky is working to take advantage of these 
challenges with all of our resources. 


The most important asset we have for 
capitalizing on these opportunities is our 
employees. They are innovative and dedicated to 
making our company grow and prosper and our 
success is due in large measure to their efforts. 


Sincerely, 


Cr es 


JAMES E. NIELSON, 
President 


August 17, 1976. 
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Quarterly Report 
To Shareholders 


Six Months Ended 
icone SiO, WOW 


To The Shareholders: 


Financial 


Husky’s net earnings for the first six months of 
1976 at $13.7 million, or $1.38 per share, com- 
pared to $16.2 million, or $1.64 per share for the 
same period in 1975. The net earnings are after a 
provision for cash and deferred income taxes of 
$13.2 million in 1976 compared to $12.3 million 
for 1975. 


Sales and operating revenues increased to 
$249.8 million from $202.8 million for the first six 
months of last year. Cash flow from operations 
was $34.2 million compared to $34.6 million for 
the similar period in 1975. 


The decline in earnings was principally due to 
increased United States refinery crude oil costs 
which were not recovered in heavy fuel oil and 
asphalt markets. The performance of other com- 
pany operations were generally equal to, or im- 
proved over last year’s levels. 


Exploration 


An exploratory well, drilled on Vermilion 
Block 329 offshore Louisiana in the Gulf of Mex- 
ico, discovered a significant volume of natural 
gas. Husky acquired the block with a 73.4 per 
cent royalty bid in a 1974 offshore lease sale. Of 
several natural gas zones encountered in the 
drilling, three between 5,000 and 6,000 feet were 
tested for deliverability. The well has been tem- 
porarily suspended as an underwater disconnect 
pending further development of the block. 


Husky is continuing evaluation of two suc- 
cessful exploratory wells drilled in Wyoming. 
The Fuller Reservoir well in the Wind River 
Basin has encountered several natural gas zones 
in its drilling to total depth of 17,000 feet. Two of 
these zones — at 4,000 and 5,000 feet — were 
drill stem tested and flowed natural gas at rates 
of 4.3 million cubic feet per day and 3.8 million 
cubic feet per day respectively. Additional 
deeper gas zones are to be tested in the third 
quarter. 


Sales and operating revenues 


Costs and expenses 
Cost of sales and operating expenses 
Selling, general and administrative expenses 
Interest (net of interest income of 

$247,000 in 1976 and $357,000 in 1975) 
Miscellaneous — net 
Depreciation and amortization 
DepleviOne wate Vee eae 
Minority interest in earnings of 

consolidated subsidiary 


Earnings before income taxes 


Income taxes 


Gurrentsiene coc ea 
Deterred: seer nt Ree 


Net earnings 


Earnings per common share 
Basic sma ia i. ce Pace wenieste ese F 


OPERATING SUMMARY (Daily Averages) 
Net crude oil and gas liquids — bbls 
Net natural gas — mcf 
Refining throughput — bbls 
Refined product sales — bbls 


PRICY Cu aca rao serve Memes Tce) Seto ie Yl) 


HUSKY OIL LTD. 


and Subsidiaries 


CONSOLIDATED STATEMENTS OF EARNINGS 


Six months ended June 30, Increase 
(Decrease) 
1976 1975 Of 


ay cas OW Se ea $249,837 ,000 202,842,000 23 


aR t.. Vmeerer 183,372,000 140,619,000 30 


Eh: ee 16,777,000 13,999,000 20 

Se ACR i 5,585,000 4,802,000 16 

See ise IG, Wi AS Cee eee (459,000) (490,000) 6 
ere Me Mies trek, tae 8,802,000 8,111,000 8 

MADRS area ann >. ogee 8,453,000 7 303,000 16 


Ree PERE NUL weary ty 3, Pas. Kearny 405,000 = — 


222,935,000 174,344,000 28 


Ree aacLcAR Tin 8. w eaeea a meme ahs 26,902,000 28,498,000 ( 6) 


reer oleae. 10,367,000 9,186,000 13 
Stucco bil oa te a oe, 2,795,000 3,100,000 (10) 


13,162,000 12,286,000 is 


Reg OA EAN rN sos 7 ans $ 13,740,000 16,212,000. ; (15) 


od te ia rset cat yw AON See oe ae cheer Me 6 $1.24 147-416) 


Sect mn He es 2, Ne $1.38 1.64 (16) 

SOD Mae St ah 40,007 A300] 223) 

Pee cere tse IAC Mic 3 Ya ea a elena 60,476 64,184 ( 6) 
Pgs i Aa Pialir Sg atanaone 53,866 51,039 6 
OR RU eee Shs ea 59,595 52,087 14 


Note: Figures are unaudited and accounts of U.S. subsidiaries are included at $1 U.S. = $1 Canadian. 


HUSKY OIL LTD. 


and Subsidiaries 


CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN 


FINANCIAL POSITION 
Six months ended June 30, 
1976 1975 

Funds provided by 
MPeKatIOMSE Geese Mane aeic pio denioy ona Tae OR ET 5. $34,211,000 34,642,000 
Lonp-termydebt 22.2 a0. a4 chi e eavahton oe: Got ie een 33,675,000 7,150,000 
er ie Ae ds: ate Sets Sy bs bh Sa ee 2 2 835,000 906,000 
68,721,000 42,698,000 

Funds used to 
Acquire: property, plant and equipment 20) sme sss... 37,159,000 27,505,000 
Retire tone-term: debls «cv cass 502.09) at eine a <5 bs. 18,449,000 4,365,000 
IC Reig (s(o us Caan Oe ar eA et >|... 4,178,000 2,711,000 
Ola rok ee eee ae ee ee RR Eri cs. . nda (792,000) 1,094,000 
58,994,000 35,675,000 
Funds added to working ‘capital, * 2,2 jose. eee Sone a « $ 9,727,000 7,023,000 
CONDENSED CONSOLIDATED BALANCE SHEETS 
June 30, 
1976 1975 

CUEKEN Asset Ser dee: eon tthe ahs te ech OAS oon ek $152,432,000 135,695,000 
Properties, plant/and, equipment —et.\)5 a ee es ok 301,877,000 259,344,000 
OENER ASSES cia Sa ee on TY ra es SEA. ate 18,352,000 19,679,000 
MROLALEASSEES tsa eg essai esuere segs ae eee a eR es ne oo $472,661,000 414,718,000 
CEerrentr ab ties eae aries oie esate ons eee ue res RE ee foetal Pe $102,959,000 94,700,000 
HOmeterIVOleb te nate) cing clench has ganna: ee eM seers kas es 115,757,000 103,716,000 
Deterred. credits: etch (Awan cscs ok St CS cles ees 50,828,000 39,330,000 
plarenolders: CQUITY <2nie se canen ee eee ee es Siw Gas 203,117,000 176,972,000 
Total liabilities and shareholders equity a7. -teme cas oes $472,661,000 414,718,000 


See footnote to Consolidated Statements of Earnings. 


An exploratory well drilled in Park County 
near Cody, Wyoming, discovered oil and has 
been cased for production. 


Husky’s exploration program for shallow 
natural gas in eastern and central Alberta has 
been very successful. A number of wells are cur- 
rently being tied into gathering systems and will 
begin delivering natural gas in 1976. Because of 
the successful results, this program is being inten- 
sified. 

In Lambton County, Ontario, a well drilled in 
Enniskillen Township as a follow-up to an 
earlier indicated discovery, measured natural gas 
at a flow rate of 16.5 million cubic feet per day. 
The original discovery on this structure tested 
natural gas at a rate of 1.5 million cubic feet per 
day. Several wells drilled in the exploration 
program, which began in 1973, have encoun- 
tered oil and natural gas. Husky has a/75 per cent 
interest in 60,000 acres in Lambton County. 


Husky’s international exploration activities 
during the second quarter included a seismic 
program conducted as a follow-up to the NIDO 
No. 1 Philippine offshore discovery well. This 
well established the presence of hydrocarbons on 
the northwest Palawan shelf where Husky has a 
substantial land interest. Husky will participate 
in the drilling of another well in the area later in 
1976. 


In the North Sea, Husky has a ten per cent 
working interest in a well drilled on Block 16-26 
of the United Kingdom sector. The well, which 
encountered hydrocarbons in two zones, has 
been classified as non-commercial as a result of 
production testing. The company also partici- 
pated in exploratory wells drilled and aban- 
doned on Block 21-7 in the United Kingdom sec- 
tor and on Block G6 in the German sector. 


Production 


Gross crude oil production averaged 47,100 
barrels per day during the first half of 1976, com- 
pared to 50,000 barrels per day in the first half of 
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